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heavy despite active promotion in the
market.

(3) Holders of gold bullion, particularly in
small amounts do not, in any practical sense,
have a liquid investment. As a freely traded
commodity there is always the risk of a
substantial swing in the price. Over the past
year the price of gold has made several
short-run movements-down as well as up-
of 15 percent or more. But even apart from
the commodity price risk, there is a sub-
stantial gap between the buy-sell price
necessarily quoted by dealers of gold in small
quantities.

(4) Gold is an investment which gives no
current return to the holder. At the present
high level of interest rates this sacrifice is a
considerable cost factor, particularly over
an extended period of time.

(5) Investors in gold must take account
of the very large stock of gold held in official
reserves throughout the world. The United
States alone holds about 276 million ounces,
an amount several times larger than pres-
ent annual world gold production. The pos-
sibility of using a portion of this reserve to
satisfy new public demand is a factor that
must be taken into account by any prudent
investor.

(6) And finally, any banker contemplating
gold dealing must recognize that he will face
formidable competition from other sectors
of the market, not to mention his fellow
bankers. As a free commodity, gold in the
coming year can be bought and sold by any-
one. Whatever the extent of market demand
the gold business is certain to be among
the most highly competitive in the Ameri-
can economy. In this situation the profits
to the average bank in gold sales are likely
to be at best minor, even including a
modest boost to the safe deposit rental
business.

But even if the direct sale of gold turns
out to be more of a cost burden rather than
a source of revenue to banks, I doubt that
our enterprising and innovative bankers will
give up the game easily. For modern bank-
ers the return of gold to commodity status
in a sense turns the clock back to the 17th
century when the goldsmiths of Lombard
Street conceived the idea of issuing more
and more paper receipts against less and
less gold deposits and thereby established
the basic principle of the modern banking
system. But for American bankers of today
there is a difference that should not be over-
looked. Unlike the ancient Lombards, Ameri-
can bankers operate in an environment of
long established and, on the whole, atten-
tive federal and state regulatory authorities.

In assessing the gold market from a bank-
er's viewpoint, the key point is that a free
gold commodity market-with fluctuating
prices determined by essentially unpredicta-
ble supply and demand-is a very recent
historical phenomenon. As a practical mat-
ter the free gold market dates only from
March 17, 1968 when the two-tier gold price
came into being. For centuries prior to that
date-the price of gold for anyone was rigidly
fixed by political authorities based essen-
tially on its monetary status. However, the
one factor that has in the past distinguished
gold from other commodities--a fixed trad-
ing price-has now gone by the board. The
significance of this change, particularly for
bankers, is profound. All of the banking tra-
ditions, institutional practices, regulations,
and habits of thought pertaining to bank
gold dealing, which have their roots in the
long historical period prior to 1968, are
largely irrelevant in the new environment.
Gold is now a commodity priced in a free
market and with a highly volatile recent
price record. For banks, gold dealing under
these conditions will be a wholly new ac-
tivity for which the historical past offers no
reliable guide-either for the bankers or the
bank regulators. In this context we can
assume that the banking authorities will be

ikeeping a close watch on developments, anc
it would be reasonable to expect appropriate
guidance will be forthcoming if the situa.
tion so warrants.

We will all note that Mr. Wolfe state,
that-

There is no residue of Government rules
regulations, guidelines or hints beyond those
that would normally apply to business trans-
actions in general. In short, the United
States will have a gold market that is a,
free and open as in any country in the world

Needless to say, this free-market econ-
omy is among the greatest strengths of
our American system. I do not sell our
American public short and I believe that
the protection of this open and free mar-
ket is the best protection of our system
and ultimately of the individual citizen.
I do not believe that the American pub-
lic is so foolish as to be "fleeced, cheated,
and defrauded" as easily as my col-
league suggests. I am confident the
American public will not be bamboozled
by sleazy operators in the new gold mar-
ket. I have great confidence in the Amer-
ican public to deal in this commodity as
they have been dealing in other com-
modities, from precious gems to pork
bellies, for many years.

I must say to my friend that I have a
high regard for the innate shopping abil-
ity of the American consumer. That we
will be offered a wide variety of gold
ranging from certificates indicating own-
ership, to small bars, to bullion coins, to
coins which are legal tender in other
lands, will, I believe, again offer the
American consumer the variety of
choices to which he is-entitled in this, as
in any other market.

Regarding the allegation that no hear-
ings were held on the question of private
gold ownership, I would remind my friend
that on numerous previous occasions
over a period of years I have both for-
mally and informally asked the distin-
guished chairman of our committee to
hold such hearings.

The gentleman repeatedly asks that
the Congress reassert its authority in this
area. Of course, the Congress did-that
is why the bill passed by such wide mar-
gins both here and in the other body. But
a further point that deserves to be driven
home is how can the Congress reassert
its authority by giving the President the
arbitrary authority to determine a date
to permit private gold ownership? It is
precisely this kind of congressional ab-
dication which has, on the one hand,
eroded the authority of the Congress
over the years, and also denied the
American citizens the right to own gold.

Mr. Speaker, I believe that the proper
course in this matter lies not in returning
to the executive branch the vast power
it has exercised in this area for more
than 40 years, but in returning to Con-
gress yet another oversight responsi-
bility-that of ruling on any effort to
sell, alienate, or commit any of our gold
reserves by the Secretary of the Treas-
ury. I have already introduced legisla-
tion to this effect. My bill would prohibit
the sale, alienation, or commitment of
gold by the Secretary of the Treasury
without prior approval by act of Con-
gress. This is another area where the
peoples' Representatives in Congress

I should have the right to oversee any ac-
tion taken. If my colleague from Texas is,
in fact, concerned over the abdication
by Congress of its proper responsibilities,

s then I call upon him to join me as a co-
sponsor of this legislation. I have here a
copy of my bill together with a "Dear

e Colleague" letter I circulated in Septem-
ber calling for support of the bill and
ask that they be incorporated in the
RECORD at this point:

H.R. 16594
A bill to prohibit the sale, alienation, or com-

mitment of gold by the Secretary of the
Treasury without prior approval by Act
of Congress
Be it enacted by the Senate and House

of Representatives of the United States of
America in Congress assembled, That, not-
withstanding section 3699 of the Revised
Statutes (31 U.S.C. 733), section 10(a) of
the Gold Reserve Act of 1934 (31 U.S.C. 822a
(a)), or any other provision of law, or any
rule, regulation or authority of any such
law, the Secretary of the Treasury may not
sell, alienate, or commit gold without prior,
specific approval by Act of Congress.

HoUSE OF REPRESENTATIvES,
Washington, D.C., September 17, 19.

DEAR COLLEAGUE: Last week I inktrolI
legislation to prohibit the sale, alienation,
commitment of gold by the Secretary of the
Treasury without prior approval by Act of
Congress.

The Secretary of the Treasury has very
broad outstanding authority to dispose of our
gold. Current law provides that ". . . he may
sell gold in any amount at home or abroad,
in such manner and at such rates and upon
such terms and conditions as he may deem
most advantageous to the public inter-
est..." I believe that the oversight au-
thority provided by my bill properly belongs
to the Congress. This is yet another area
where the executive branch has unlimited
power and where the people's Representatives
in Congress should have the right to over-
see any action taken.

There is clearly no valid reason for deny-
ing Congress ahe oversight authority pro-
vided by my bill. The Secretary of the Treas-
ury was initially granted his broad powers
for the purpose of stabilizing the value of
our currency at a time when it was redeem-
able in gold. The gold-reserve requirements
for Federal Reserve notes and deposits have
been abolished, however, and the reduction
of the monetary role of gold, begun in thea
days of the New Deal, has now been ccn
pleted.

It is clear that the power to dispose of this
national treasure, our gold reserves, must
not rest in one individual. I plan to reintro-
duce this legislation requiring Congressional
approval of the sale, alienation, or commit-
ment of our gold on Monday, September 23,
and I welcome your support.

IN DEFENSE OP PRIVACY

The SPEAKER pro tempore. Under a
previous order of the House, the gentle-
man from Connecticut (Mr. MCKINNEY)
is recognized for 5 minutes.

Mr. McKINNEY. Mr. Speaker, I rise
in support of H.R. 16373, the Privacy Act
of 1974. This bill is virtually identical to
legislation I helped to introduced when
I first came to Congress 4 years ago.
Since that time I, along with every other
citizen in this country, have been
alarmed over the consistent erosion and
Government abuse of our right to pri-
vacy. The Watergate revelations, in
which we learned of Government surveil-
lance of innocent citizens, illegal wire-
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tapping, misuse of income tax data, col- to name but a few-to once again insure confirmation hearings. They will be ex-
lection of personal dossiers, have helped privacy as an intrinsic individual liberty, pected to display knowledge of the law,
to create a growing distrust and even Inherent to our system of democracy. a grasp for the failings of the old sys-
fear of Government in the minds of mil- . tem, and a willingness to devote long
lions of Americans. hours to assuring the smooth function-

To meet these myriad abuses I had _DF LELECTIONS COMMISSION ing of the Commission.
hoped Congress would promptly enact a The SPEAKER pro tempore. Under a Upon final appointment, the Commis-
much more comprehensive and inclusive previous order of the House, the gentle- sioners will need to find a office/head-
bill than is represented by H.R.*'6373. man from Minnesota (Mr. FRENZEL) is quarters. There will be countless budget-
The aim of this legislation is to safe- recognized for 60 minutes. ing, equipment, and hardware decisions.
guard individual privacy from the mis- Mr. FRENZEL. Mr. Speaker, the Fed- The Commissioners will have to appoint
use of Federal records and to provide eral Election Campaign Act Amendments a staff director, general counsel and
that inividuals be granted access to rec- of 1974-Public Law 93-443--signed into other members of the staff. Skillful per-
ords concerning them which are main- law just last month by President Ford, is sonnel selection is essential if the Com-
tained by Federal agencies. However, I r an important milestone in the reform of mission is to meet its varied responsibil-
recognize there must be a first step in our system of campaign financing. In the ities. Considerable administrative skill
protecting the personal freedom of pri- past, probably the most important rea- will be needed at this stage. A few wrong
vacy and there is no better place to be- son for the failure of campaign finance decisions might seriously impair the fu-
gin than the safeguarding of individual reform legislation has been the lack of ture operation of the Commission.
records held by Government agencies. an effective enforcement agency or The Commissioners must develop writ-

We have reached the point in mechanism. The 1974 law attempts to ten rules for the conduct of the Commis-
history when we must determine whethe remedy this problem by providing a ve- sion's activities. These rules will provide
.we are to be a people who controls the hidcle for fair, vigorous, equitable en- guidelines for the staff and future Com-
Government or a Government that con- forcement-a Federal Elections Con- mission decisions.
trols its people. By passage of this legis- mission. The Commissioners will be responsible
lation we are insuring that it is, indeed, The Commission is established to ad- for formulating overall, general policy

fi people who control their Govern- minister, seek to obtain compliance with, for the 1971 act-containing disclosure
· n't.for this bill, in a sense, gives a and formulate overall policy for the dis- provisions-the criminal code sections~~rsciencc to our Government computers closure requirements enacted by the 1971 relating to campaign financing-contri-
and tells our citizens that they are in- law, contribution and expenditure lim- bution and expenditures limitation and

deed individuals, not mere numbers on itations, public financing provisions, and so forth-and the Presidential Election
a card. other provisions of law which relate to Campaign Fund Act-public financing

For the first time the American public campaign financing. provisions.
will be made aware of the existence and With the passage of the 1974 act and Another important initial step will bef
characteristics of all personal informa- establishment of the Commission, Con- to determine the ability of the Commis-
tion systems kept by every Federal gress has made a most important official sion to utilize the resources of other
agency and each citizen will be able to move to recognize, and to begin to re- Government agencies such as the Gen-
review and correct his record as com- dress, the dangerous lack of public con- eral Accounting Office and Library of
piled by Government agencies, to correct fidence in politics and government at all Congress. These agencies could be ex-
inaccurate or misleading information in levels. tremely helpful to the Commission in
the records that can be so damaging. The Commission is unique among Fed- administering and enforcement of the
For the first time citizens will be able eral institutions. Two of the Commis- law.
to control the transfer of personal in- sioners are appointed by the President; The 1974 act is unique in that it gives
formation about him from one Federal two are appointed by the Speaker of the the Congress power to veto the rules and
agency to another for nonroutine pur- House upon the recommendations of regulations of the Commission before
poses and no records concerning po- the majority and minority leaders of the -they go into effect-that is within
litical and religious beliefs of individuals House; two are appointed by the Presi- 30 legislative days. All rules and regula-
can be maintained by Federal agencies dent pro tempore upon the recommenda- tions proposed by the Commission must
unless expressly authorized by law or an tions of the majority and minority be submitted to the appropriate com-
individual himself. Moreover, the avail- leaders of the Senate. All six voting mem- mittee or committees of Congress with
ability of records containing personal bers must be confirmed by both the a detailed explanation and justification.
information will be limited to agency House and Senate for 6-year terms. In Since it will be atleast 30 legislative days

6mployees who need access to them in recognition of the complexity, scope, and before they are approved-over twice as
4t0 performance of their duties. importance of the new Commission's long if they are vetoed-the Commission

In essence, H.R. 16373 provides a series work, the law states that "members shall must submit its proposed regula-
of basic safeguards for the individual to be appointed on the basis of maturity, tions long in advance of the first pri-
help remedy the misuse of personal in- experience, integrity, impartiality and maries in 1976-probably by around
formation by the Federal Government good judgment." September of 1975. In the interim-since
and reassert the fundamental right of The effectiveness of the new law will candidates will undoubtedly begin cam-
personal privacy of all Americans. be dependent on the ability of the Cam- paigning for the presidency early in 1975

Mr. Speaker, we have a long way to mission to oversee and enforce the act's and some provisions of the act will have
go before our citizens are once again intricate provisions and maintain its own immediate ramifications-the Commis-
confident that the constitutional guaran- integrity, independence, and impartial- sian will have to give considerable guid-
tee of privacy is not a mere abstraction ity in dealing with sensitive issues. ance to candidates and committees.
but is a fundamental facet of our sys- Both the Congress and the President The Commissioners will be responsible
tern of Government. The Privacy Act of are 'presently contemplating their for drawing up all budget requests and
1974, as I have said, is a first step to choices of nominees for these crucial submitting them to both the Executive
reinstilling confidence that Government positions. To aid this process, it may be and Congress.
does indeed respect the freedoms guaran- helpful to list some of the vast array of The Commission is required to report
teed in the Constitution. responsibilities and powers vested In the to the President by March 31 of each

I would hope my colleagues in the Federal Elections Commission and to re- year. This statement must contain a de-
Congress will not rest complacent upon view some of the-regulatory decisions re- tailed summary of the Commission's ac-
passage of the legislation before us to- quired immediately. The following is a tivities, together With recommendations
day. There is much work to be done In summary of the major duties and powers for legislation and other actions.
the area of privacy and we must address of the Commission, categorized by fun- Another important general respoSi-
the many other aspects-protection of tion, while, while not all-inclusive, will bility is to assure that all interested and
income tax records; protection of com- Indicate their range and complexity, affected parties are infot red about their
puter files held by private industry; GENERAL RESPONSIBILITIS duties and responsibilities under the act.duties rand responsibilities under the act.privacy of bank records and credit rat- After being nominated, the Commis- The new law is often technical, compli-
Ings; surveillance of innocent citizens, sioners-designate will be subjected to cated, and often imprecise. Penalties for
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violations are severe. The Commission
must do everything in its power to edu-
cate candidates, campaign workers and
treasurers, party officials, the press, and
other groups and individuals to assure
that as few violations as possible are un-
intentional and unwitting. If the Com-
mission becomes bogged down in policing
violations that are committed out of ig-
norance, intentional and serious violators
may be able to escape punishment for
their transgressions. The Commission
should publish manuals, fact sheets, and
summaries of the act to help explain the
law to affected parties.

REPORTING AND DISCLOSURE

The 1971 Federal Election Campaign
Act, as amended by the 1974 act, cites
some specific responsibilities of the Com-
mission under its disclosure provisions:

First, each political committee which
receives contributions or makes expendi-
tures in excess of $1,000 must register
with the Commission. Guidelines and
regulations will have to be drawn up to
administer this requirement.

coil, reports of a specified nature
lbie filed at certain times by political

c ittees and candidates. The Com-
mission will be responsible for supervis-
ing these provisions and establishing ap-
propriate regulations.

Third, all persons who make expendi-
tures in excess of $100 must also file with
the Commission. Rules will have to be
drawn up to administer this separate
priovision.

Fourth, the Commission must develop,
furnish, and distribute the prescribed
forms for making the required reports
and statements under the disclosure pro-
visions. These forms will probably have
to be more clear and precise than at
present if contribution and expenditure
limitations are to be adequately enforced.

Fifth, the Commission must prepare,
publish, and furnish a manual setting
forth uniform, recommended bookkeep-
ing and reporting methods.

Sixth, it must develop a method for
King, coding, and cross-indexing of con-

bution and expenditure information.
xLng computer storage facilities must

be integrated to achieve genuine full dis-
closure.

Seventh, the Commission must make
reports available for public inspection
within 2 days after receipt.

Eighth, reports and statements must
be preserved for a period of 10 years
from the date of receipt, except that in
the case of House races they need be pre-
served only 5 years.

Ninth, the Commission is responsible
for compiling and maintaining a cumu-
lative index of reports and statements
filed with it, published in the Federal
Register and available for purchase di-
rectly or by mail.

Tenth, it is required to periodically
publish a list of those who did file and
those who did not file disclosure reports.

Eleventh, from time to time the Com-
mission must make audits and field in-
vestigations of reports and statements
filed with it. It also must make investi-
gations of alleged failures to file re-
ports.

Twelfth, apparent violations are to be

reported to the appropriate enforcement
authorities by the Commission.

Thirteenth, the Commission shall pub-
lish regulations of general applicability
prescribing the manner in which debts
and other contracts, agreements and
promises are to be reported.

Fourteenth, a copy of each statement
filed with the Commission must be filed
with the Secretary of State-or other
comparable State official--of the appro-
priate State. To assure uniformity and
public dissemination of these reports, the
Commission will have to issue guidelines
and regulations. In order to administer
and enforce this provision, the Commis-
sion will probably need to establish a liai-
son with the National Association of
Secretaries of State-NASS-and other
groups of State election officials.

Fifteenth, the Commission will have
the power to waive reporting require-
ments for certain categories of candi-
dates and political committees, as long
as it carries out the basic intent of the
act. There may be numerous applica-
tions for relief, and the Commission may
need guidelines to decide on individual
cases.

Sixteenth, acceptable standards must
be established to determine if candi-
dates and political committees have
taken sufficient action to secure full con-
tributor information-that is, occupa-
tion and place of business.

Seventeenth, the Commission must es-
tablish standards for the requirement
for filing of statements on convention
financing.

Eighteenth, the Commission is re-
sponsible for policing the retention of
records by political committees and can-
didates. It must decide on the period of
time the records are to be kept and on
the manner in which these records are
to be kept.

ADDITIONAL RESPONSBILITIES

The 1974 act adds several important,
additional requirements under the dis-
closure provisions.

Multicandidate committees support-
ing candidates in numerous states pres-
ently must file almost daily in congres-
sional and presidential election years.
The Commission will have the discretion
to allow these committees to report not
less frequently than monthly. Guidelines
will have to be established to sort out
the many applications for relief under
this provision.

The 1974 act requires candidates to
designate principal campaign committees
which will compile the reports of all
committees and persons acting on be-
half of the candidate. Procedures will
have to be established for establishing
and registering principal campaign com-
mittees, for identifying those agents who
are authorized to make expenditures on
behalf of a candidate, and for determin-
ing and registering auxiliary committees.

Each candidate is required to make all
expenditures through campaign deposi-
tories-national or State banks. Rules
and regulations will be needed for desig-
nation of candidates' campaign deposi-
tories, for State depositories of Presi-
dential candidates, and for maintenance
of petty cash accounts.

One of the most difficult provisions

to administer and enforce will be the
requirement that all earmarking be dis-
closed. The Commission will have to
police and develop procedures for report-
ing earmarked funds and for assuring
full identification of the original source
and ultimate recipient.

The definition of contribution includes
the phrase "anything of value." The pur-
pose of this phrase is to include dona-
tions that cannot be classified as deposits
of money, loans, cash, and so forth-
that is contributions in-kind. Clearly,
all such donations must be reported.
However, it will be most difficult to set
a specific value on the use of an in-
dividual's car, a storefront, an airplane,
a media consultant, and other similar
goods and services. Yet, guidelines and
regulations to determine the exact value
of such contributions are mandatory if
the contribution and spending limita-
tions are to be enforced. The Commis-
sion will have to evaluate the various
types of in-kind contributions and make
sure that they are reported at full value.

The 1974 act allows excess campaign
contributions to be used for the purpose
of supporting activities of Federal office-
holders-as well as for other legal pur-
poses. The Commission will have to pro-
mulgate rules for the disclosure of funds
used in this manner.

Under the new law, a candidate who
wails to file a disclosure report will be
prohibited from running again for office.
The Commission will have to decide upon
the ground rules for this provision: If a
candidate files a day late, will he be dis-
qualified from running? An hour? A
week? If a candiate fails to file a com-
plete return, should he be disqualified?

Section 308 of the new law requires not
only political committees and organiza-
tions which attempt to influence elec-
tions to file reports, but also any person
who commits any act directed to the
public for the purpose of influencing the
outcome of an election. This broad and
imprecise language will have to be re-
fined to show who is covered, the report-
ing requirements, and the types of ac-
tivities covered. The complexity of this
section will probably require lengthy reg-
ulations. Section 308 is really a new law
in and of itself.

The new law makes certain exceptions
to the definitions of contributions and
expenditures for the purpose of disclo-
sure. Food and beverages provided on an
individual's residential premises up to
$500, unreimbursed travel expenses up
to $500, and slate cards and any other
printed listing of three of more candi-
dates made by a State or local party
committee are all exempted. The Com-
mission will have to develop a mecha-
nism for reporting the items, which are
exempt if below $500, once the contri-
bution or expenditure does exceed $500.
It will also have to define what a State
and local party committee is for the pur-
poses of the slate card exemption.

CONTRIBUTION LIITrrATIONS

The new law sets limitations on the
amount individuals and political com-
mittees can give to a candidate and his
supporting committees. The Commis-
sion is responsible for administering and
enforcing this provision.
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The definition of contribution is rather

vague and nebulous and needs extensive
clarification and refinement, much of Ii
via regulation and on a case-by-case
basis by means of advisory opinions. A
clear, precise definition of contribution
is necessary, otherwise special interests
imay use the vagueness to circumvent the
limitations.

The Commission will have to develop
rules regarding contributions that are ex-
empted from the definition of contribu-
tions for the purposes of the limitation;
for example, food and beverages up to
$500, unreimbursed travel expenses,
slate cards, and listings of three or more
candidates.

Similarly, the Commission will have to
develop precise estimates for the worth
of various contributions in-kind. Hun-
dreds of questions will have to be an-
swered if the contribution limitations are
to be applied equitably and effectively.

The Commission will have to deter-
mine what the normal day-to-day ex-
penses are for special interest and party
committees, and to what extent these
expenses should be attributed to the limi-
tations. For example, the congressional
campaign committees provide services
and have day-to-day expenses which
total up to $16,000 per Congressman. If
the value of these goods and services are
attributed to each candidate's limita-
tions, everybody will be in violation of
the law. On the other hand, some serv-
ices, such as the recording studios and
media consultant work, directly influence
a candidate's chance of being elected.
The Commission will have to carefully
scrutinize many of the activities of both
party and special interest committees to
ascertain which are legitimate campaign
expenses. Fine lines will have to be
drawn, including distinctions between
services provided by party committees
and the same services provided by spe-
cial interest committees.

The Commission will have to develop
a mechanism for determining when the
aggregate contribution limitations have
been reached. Computer processing cou-
pled with easy identification of donors
will be needed to instantly locate those
who have exceeded the limitations. Inso-
far as possible, violators must be exposed
before the election, so that the Ameri-
can voters will be able to register their
disapproval of such activities.

The Commission will have to apply
contribution limits to Presidential can-
didates who may also be running as Sen-
ate or House candidates. For example,
Texas will permit LLOYD BENTSEN to run
for Senator and President at the same
time. Can AmPAC, COPE, or any other
political committee give him $5,000 as a
Presidential candidate and another
$5,000 as a senatorial candidate?

The legislative language of the con-
ference report states that if a person ex-
ercises any direct or indirect control over
the making of a contribution, then such
contribution shall be counted toward the
limitation imposed on that person. In
other words, a political committee or in-
dividual cannot contribute up to the
maximum and then direct someone else-
a subsidiary committee, for example-to
contribute more. The Commission will

rhave to develop standards under which
eaffiliates and organizations-which are
t otherwise associated-may qualify a.
e separate entities for the purpose of the

contribution limitations. In order tc
make separate contributions, do two or-
ganizations have to have completely in-
dependent decisionmaking processes?

EXPENDITURE LIMITATIONS

The Commission is responsible for ad-
ministering and enforcing the provisions
of the new law which place limitations
on the amount which candidates can
spend.

The definition of expenditure is not
precise, and needs extensive clarifica-
tion and refinement, much of it via reg-
ulation and on a case-by-case basis by
means of advisory opinions. A clearer
definition of expenditure is necessary if
the limitation is to be effective.

The Commission will have to develop
rules regarding the expenditures that
are exempted from the definition of ex-
penditure for the purposes of the limita-
tion-that is, food and beverages up to
$500, unreimbursed travel expenses et
cetera.

The Commission must determine the
spending limits for each race-based on
Census Bureau population data-and the
cost-of-living increases in the limits for
the 1976 elections-based on Bureau of
Labor Statistics data.

In order to ascertain whether or not
a specific candidate has or is likely to
exceed his spending limitation, the Com-
mission must develop a mechanism for
determining aggregate spending by a
candidate, including the capability for
quick identification of authorized spend-
ing committees and individuals.

The Commission will have to deter-
mine whether certain preprimary ex-
penses should be credited toward a can-
didate's spending limitation. Candidates
could spend thousands of dollars to build
up their name recognition before the
campaign even begins. Should the many
informal phone calls and lunches and
dinners for presidential hopefuls be
credited against their spending limits if
those expenses are run up in 1974 and
1975? Should Presidential candidates be
allowed to set up commissions and fly
their own airplanes around the country
in attempts to launch their campaigns?
If such expenses are not counted to-
ward the limitation, early starters and
wealthy candidates would have an im-
portant advantage. Yet, if they are cred-
ited toward the limitation, serious first
amendment questions might arise.

The Commission will have to deter-
mine whether certain expenditures are
made in a primary or general election. If
bumper stickers are bought in the pri-
mary, but not used until the general,
which election spending limit should
they be attributed to? When candidates
carry over huge inventories from the
primary to the general election, which
spending limit should the inventories be
credited to? If a billboard is bought for
the primary, but is also used in the gen-
eral election, how should it be prorated
between the primary and general? To
what extent should candidates be allowed
to shift their expenses from the primary

to the general and vice versa? These and
e numerous other similar questions will

have to be answered by the Commission.
The Commission must prescribe rules

for cases in which a candidate for nomi-
nation for election to the office of Pres-
ident makes an expenditure in two or
more states. It must determine how much
of each such expenditure shall be at-
tributed to the candidate's expenditure
limitation in each state.

The Commission must define what
constitutes a separate election. For ex-
ample, in some States, the party conven-
tion is tantamount to the primary elec-
tion.

There may be huge administrative
problems in attempting to prorate ex-
penses. Candidates frequently run as
teams and conduct campaigns jointly.
How should a commercial or direct mail-
ing be prorated toward the spending linmi-
tations of several candidates? How
should these costs be allocated? This
may be an extremely difficult task, espe-
cially when there are important State,
local, and Federal races in the samne State
at the same time, For example, a eC
date for the Senate may simply cr~s
much of his expenses as possible tnhe
gubernatorial candidate, thereby circum-
venting the law. This might be relatively
simply to do with expenses such as cam-
paign headquarters, staff, and election
day efforts to get the voters to the polls.

There are also problems with cross-
endorsements and independent commit-
tees. In 1972, a group of conservatives in
Kansas published ads which said essen-
tially, "Nixon-Docking-Men You Can
Trust." Should these ads count toward
both candidates' spending limits? Since
it was not fully authorized, can this type
of advertising be forbidden? Innumer-
able administrative and constitutional
problems arise whichever way these ques-
tions are answered.

It will be difficult to monitor and police
many types of expenditures.

The expenditure limitations will raise
many questions about how to assess the
value of personal services or use of p
sonal property. How does a candide
value the services of a Presldent.Bart
Starr, Serpico, or Archie Bunker when'
they campaign on his behalf?

Many questions may arise over the
rigidity and inflexibility of campaign
spending limits. What happens if a can-
didate goes on the air 3 days before the
election, using time booked and paid for
well in advance, and attacks his opponent
with a sensational, but phony expose, and
his opponent has already spent up to his
limit? Is the opponent not permitted to
purchase additional air time to reply? If
a candidate reaches his expenditure limit
and a warehouse of campaign materials
is destroyed by fire, is the candidate
allowed to spend more money to replace
the destroyed material, thereby exceeding
the legal limit? If there was insurance to
cover the loss, would the insurance pay-
ment have to be declared as a campaign
contribution and could the candidate
spend the insurance money for his cam-
paign and exceed his limitation?

Candidates are allowed to spend up
to 20 percent of their limitation for fund-
raising expenses. Must such expenses be
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made out of a separate account? What
constitutes a fundraising expense? What
candidate may normally enclose a self-
addressed envelope in all his mass mail-
ings for fundraising purposes. Would
it be equitable to allow one candidate to
count mass mailings as a fundraising
expense, but not to allow another to?
Should television spots, radio commer-
cials, and newspaper ads qualify as fund-
raising expenses under certain circum-
stances? Does the State spending limit in
Presidential primaries apply to fund-
raising expenditures as well, or can a
candidate spend $2 million in California
and New York to raise funds for New
Hampshire and Florida primaries? These
are just a few of the types of questions
that are likely to be asked.

PARTY SPENDING

The new law allows political parties to
make additional expenditures on behalf

-of candidates. A mechanism must be de-
veloped to give an accurate accounting
of party spending on behalf of a candi-
date.

The Commission will have to estab-
li'adelines for defining what the na-
tlfiommittee of each party is, in ad-
dition to defining what a State and local
.committee is. It will have to determine
who actually acts for the party at the
State level-that is, the Mississippi Na-
tional Democrats or regular Democrats.
It will have to determine whether local
committees are actually subordinates of
State committees and whether party
committees have been set up as fronts to

-annel additional money into a candi-
ate's campaign.

INDEPENDENT EXPENDITURES

The Commission must promulgate
rules and regulations regarding inde-
pendent expenditures on behalf of can-
didates.

The independent expenditure provi-
sion will encourage certain types of
spontaneous, grassroots activities by ex-
empting them from the cumbersome re-
quirements of the law. However, if a
Pdidate urges supporters to undertake

activities or these activities are in
We Hay coordinated, has the law been

violated? At what point will "spontane-
ous" independent expenditures be con-
sidered too organized? This provision
could create dozens, perhaps hundreds,
of constitutional lawsuits. The Commis-
sion may be forced to devote many hours
of legal time to resolving the complicated
issues surrounding the independent ex-
penditure provision.

The Commission will also be respon-
sible for promulgating rules for the pro-
visions which allows candidates to make
expenditures from their personal funds
and those of their immediate family.

MISCELLANEOUS PROVISIONS

Preemption of State law: The new
law preempts all State laws in the area
of campaign financing, but does not pre-
cisely define the types of laws which will
be superceded. For example, a Florida
law prohibits candidates from handing
out anything of value to voters during
the campaign. Is this law preempted by
the 1974 act? The Commission will have
responsibility for supervising this pro-
vision.

Clearinghouse: The Commission will
function as the national clearinghouse
on election information. The clearing-
house supervises the conduct of a wide
variety of studies in addition to operat-
ing an information dissemination center.
It overseas studies on State and local
election boards, voter registration, State
campaign financing laws, election ad-
ministration and various other related
issues. It has a mailing list which in-
cludes thousands of State boards of elec-
tion and many other State, local, and
Federal officials.

Honorariums: The Commission will
have to promulgate regulations for and
answer questions about the honorarium
provision contained in the new law.

Corporate contributions: While the
ban in corporate conributions has long
been in effect, there are still many fuzzy
areas of interpretation and many prac-
tices that are borderline violations of
the law. Further, the Supreme Court has
never-but may in the near future-
ruled on the constitutionality of this
provision. Finally, the Commission will
be responsible for supervising separate
segregated funds set up under sections
610 and 611.

Other provisions: The new law re-
duces the statute of limitations for vio-
lations of campaign financing laws. It
also maintains the requirement that
newspapers charge candidates the nor-
mal comparable charge for advertise-
ments. The Commission will supervise
these provisions.

PUBLIC FINANCING

General responsibilities: The Com-
mission is responsible for formulating
overall policy with respect to the public
financing provisions contained in the new
act, in addition to those contained in the
1971 Presidential Election Campaign
Fund Act. It must establish a liaison with
the Secretary of the Treasury to assure
the smooth functioning of the fund. The
Commission is also responsible for the
administration and enforcement of the
public financing provisions.

The Congress has the power to veto
any rules and regulations promulgated
by the Commission under the public fi-
nancing provisions. All rules and regu-
lations proposed by the Commission must
be submitted to the appropriate com-
mittee or committees of Congress along
with a detailed explanation and justifi-
cation.

General elections: The Commission
must establish rules and regulations re-
garding the methods by which candi-
dates for President establish eligibility
for public funds, including designation
of the candidate's authorized commit-
tee, determination of funds available,
bookkeeping requirements, records, and
information, and audits. The Commis-
sion is required to determine major and
minor parties and whether or not each
party's candidate is eligible for money.
This determination may be more difficult
than it initially seems, because if a party
is within a 1,000 or so votes of the 5 or
25 percent requirements, it may demand
a recount of all national Presidential re-
turns. The Commission must determine
the entitlement of eligible candidates to
subsidies and factor in the cost-of-liv-

ing escalator provision. It must then cer-
tify each candidate's eligibility to the
Secretary of the Treasury. A liaison with
the Department of Treasury is essential
to assure that the funds are automati-
cally transferred and so that the Com-
mission can easily find out precisely how
much is in the fund.

After each Presidential general elec-
tion, the Commission must conduct a
thorough examination and audit of the
campaign expenses of each candidate,
and determine if any repayments are
necessary.

The Commission is responsible for col-
lecting and auditing the five reports
from each candidate that are required
in the month before the election. As soon
as possible, it must prepare and publish
a summary of each statement for the
Federal Register.

As soon as possible after the Presiden-
tial general election, it must submit a
report to the Congress listing qualified
campaign expenses, the amounts certi-
fied by the Commission and the amount
and circumstances of any repayments.

The Commission is authorized to ap-
pear and participate in judicial proceed-
ings, including those to recover pay-
ments, to seek declaratory and injunc-
tive relief and to appeal any decision by
the courts. It may initiate suits that
are appropriate to implement and con-
strue any provision of the act.

The Commission oversees the penalty
provisions, including the prohibitions on
making excess campaign expenses, un-
lawful use of payments, false statements,
kickbacks, unauthorized expenditures,
and contributions, and unauthorized
disclosure of information.

Presidential conventions: The Com-
mission must make sure that a separate
account is established to pay for presi-
dential nominating cOnventions. It is re-
quired to determine the eligibility of
each party and each party's entitle-
ment to funds. In the process, it must
define the manner in which each na-
tional party designates the committee
eligible to receive financing, the infor-
mation that committee must supply to
the Commission, and the timing and
manner of the conimittee's disclosure of
records and books. The Commission
must certify to the Secretary of the
Treasury eligibility for payments fromn
the Fund. It must determine what con-
stitutes a legitimate convention expense.
It must also formulate rules and regu-
lations regarding the eligibility of new
and third-party candidates and commit-
tees for preconvention and convention
financing.

As soon as possible after the conven-
tions, the Commission must conduct a
thorough and complete examination and
audit and determine if any repayments
are necessary. It must also supervise the
penalty provisions, including the prohi-
bitions on excess expenses, unlawful use
of payments, kickbacks and illegal pay-
ments.

Since the parties are eligible to begin
receiving funds on July 1, 1975, the Com-
mission should finish work on the rules
and regulations by February of next
year-only 3 months from now.

Presidential primaries: The Commis-
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sion must establish rules and regulations
regarding the methods by which can-
didates for nomination for President
establish eligibility for public funds, in-
cluding designation of the candidate's
authorized committee, determination of
funds available for matching, bookkeep-
ing requirements, records and informa-
tion, and audits. Determination of the
funds that are available will be close to
impossible, because the Commission will
have to decide before the primaries how
much money from the fund will be spent
on the general election and conventions.
The remaining funds are to be made
available for the primaries, to be dis-
tributed equitably among the eligible
candidates. The Commission must also
decide upon a schedule for the equitable
distribution of the primary moneys.

The Commission must determine the
entitlement of eligible candidates to pri-
mary subsidies and certify each candi-
date's eligibility to the Secretary of the
Treasury.

The Commission is required to conduct
a full examination and audit of qualified
campaign expenses of every candidate
after each matching payment period, and
determine if any repayments are neces-
sary.

As soon as possible after the matching
payment period, the Commission must
submit a report to the Congress listing
qualified campaign expenses, the
amounts certified by the Commission,
and the amount and circumstances of
any repayments.

The Commission is authorized to ap-
pear and participate in judicial proceed-
ings arising from the provisions of the
Presidential Primary Matching Payment
Account Act, including those to recover
Payments, to seek declaratory and in-
junctive relief and to appeal any deci-
sion by the courts. It may initiate suits
that are appropriate to implement and
construe any provision of the act.

The Commission oversees the Penalty
provisions, including the prohibitions on
making excess campaign expenses, un-
lawful use of Payments, false statements,
and kickbacks and illegal payments.

Enforcement: The Commission is
charged with overseeing the enforcement
of title III of the Federal Election Cam-
paign Act of 1971, as amended-the dis-
closure provisions-the Presidential Elec-
tion Campaign Fund Act, the Presiden-
tian Primary Matching Payment Ac-
count Act, and the following sections of
title 18, United States Code: 608, limits
on individual and organization contribu-
tions, candidate and family contribu-
tions, aggregate individual contribution
limits, independent expenditures, and
candidate and party expenditures; 610,
prohibition on corporate and labor union
contributions, administration of separate
segregated funds; 611, prohibition on
contributions by Government contrac-
tors; 613, prohibition on contributions
by foreign nationals; 614, prohibition on
contributions in the name of another;
615, prohibition on cash contributions
over $100; 616, prohibition on excessive
honorariums; and. 617, fraudulent mis-
representation of campaign authority.

The Commission must coordinate en-
forcement efforts with the Department

of Justice, FBI, Clerk of the House, and
Secretary of the Senate.

General responsibilities include the
examining and auditing of about 250,000
pages of disclosure reports every 2 years.
The Commission will probably be forced
to conduct extensive field investigations
of alleged violations.

The Commission will have numerous
powers to enforce the law. All of these
powers can be exercised only by the Com-
missioners. The powers include:

First, to require any person submit re-
ports and answers to questions.

Second, administer oaths and affirma-
tions;

Third, issue subpenas;
Fourth, take depositions;
Fifth, pay witnesses fees and mileage;
Sixth, initiate, defend or appeal any

civil action involving the provisions of
law under the Commission's jurisdiction;

Seventh, render advisory opinions;
Eighth, make, amend, and repeal rules;
Ninth, conduct investigations and

hearings expeditiously;
Tenth, petition the courts to require

compliance with Commission subpenas;
and

Eleventh, petition the courts for quick
rulings on questions of constitutionality.

The Commission will be able to use
each of these powers to investigate all
violations. In the first 2 years of opera-
tion of the 1971 act, there were 6,000
violations in House races, over 1,000 in
Senate races, and over several hundred
in the presidential election. These num-
bers include only violations of title III-
the disclosure provisions. With the insti-
tution of contribution and expenditure
limitations, the number of violations will
probably be substantially greater. There
is no way of telling how many violations
of the public financing provisions will
be uncovered.

The act contains a specific, fairly
lengthy procedure for the investigation
and resolution of each violation, includ-
ing the requirement that the Commission
endeavor to correct each violation by
means of conference, conciliation, and
persuasion.

The Commission is required to render
advisory opinions in response to any
written request by Federal officeholder,
candidate, or political committee as to
whether any transaction or activity
would constitute a violation of the law.
The Commission must make each such
request public, provide an opportunity
for interested parties to comment, and
respond in a reasonable period. Any
action taken on the basis of an advisory
opinion is presumed to be in compliance
with the act. Due to the many ambi-
guities contained in the act, it is likely
that the Commission will receive hun-
dreds, probably thousands, of requests
for advisory opinions in the first couple
of years.

The new law requires the Attorney
General to report to the Commission the
disposition of each violation within 60
days after it receives the violation and
every 30 days thereafter. The Commis-
sion will be responsible for seeing that
this provision is complied with and that
the Justice Department moves expedi-
tiously on any violation forwarded to it.

CONCLUSION
Fears have been expressed that even

though the job of Commissioner is full
time, Commissioners would not have to
spend much time on the job. Since the
Commissioners cannot delegate any of-
their powers or authority to members of
the staff, the above analysis shows that,
if the job is done right, being a Com-
missioner may be even more than a full-
time job, especially for the first 2 years.

The law goes into effect on January
1, 1975. Candidates and committees will
need almost immediate guidance on how
to comply with the provisions of the new
law. Rules and regulations will have to
be drawn up immediately for the new
section 308-requiring persons who in-
directly influence elections to report the
same as political committees and candi-
dates. Regulations for the Presidential
primary matching scheme must be drawn
up immediately. The parties will need to
have guidelines and regulations for the
convention financing. Since all regula-
tions will take at least 30 legislative days
to enact, they should be complete by
February 1975. Rules and regulatiolr
the other provisions of the law wilW
to be complete by September if they are
to go into effect before the New Hamp-
shire primary..

It is imperative that the Commission-
ers be appointed and confirmed as soon
as possible. Unless the Federal Elections
Commission is quickly set up, chaos may
ensue when the law goes into effect on
January 1st. All candidates, officeholders
and political committees deserve to
know promptly what ground rules thel4
will be operating under.

I include the following:
THE POLICING OF CAMPAIGN REFORM

In any battle over political reform, a key
question--often the key-is how the rules
will be enforced. This is especially true when
the new rules are as far-reaching and com-
plex as the program of spending and con-
tributions limits, reporting requirements
and public financing of presidential cam-
paigns contained in the landmark reform
act finally signed last month.

Throughout the long debate precedm
passage of that law, the Senate favored3
trusting the enforcement of its provisions to
a strong, independent agency. The House
preferred a less powerful supervisory panel
closely tied to Congress. Such a group,
House members argued, would be more sen-
sitive to the practicalities of politics; in
other words, enforcement might not always
be too strict. These contrasting views were
finally reconciled by a conference agreement
to create a fairly strong enforcement com-
mission with six full-time, voting mem-
bers-two (of different parties) to be nomi-
nated by the President, two by the Senate
president pro tempore, and two by the
Speaker of the House. All six must be con-
firmed by both houses of Congress. This ap-
proach, many believed, could produce a
panel that would combine the pragmatism
treasured by the House with the independ-
ence and stature the Senate emphasized.

The Senate nominations have now been
made, and It appears that the spirit of amia-
bility has prevailed after all. The Democratic
nominee, chosen by majority leader Mike
Mansfield (D-Mont.), is Joseph F. Meglen
of Billings, Montana, an attorney who is a
longtime friend of Sen. Mansfield and is also
his former campaign treasurer. The Senate's
Republican nominee, selected by minority
leader Hugh Scott (R-Pa.), is Joan D. Aikens
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of Swarthmore, a businesswoman and presi-
dent of the Pennsylvania Council of Re-
public-a. Women. Both Mr. Meglen and Mrs.
Aikens are said to have extensive political
experonce.

Vfe fact that these nominees are little-
-'5iown outside their own domains does not

mean that they necessarily lack the com-
petence to enforce a whole new package of
federal election laws. The problem is pre-
cisely that they are so little-known and that
their personal affiliations with the Senate's
leaders seems to have been such a large
factor in their selection. It would be equally
objectionable if the post were regarded as
a sinecure for a former member of Con-
gress, whose main attributes were friend-
liness and longevity. Such nominees simply
do not bring to the elections commission
the national stature and recognized im-
partiality which can best promote public
confidence in the panel-and in the
heralded reforms which the commission will
have to enforce. Nor does it help that Sens.
Mansfield and Scott tried to zip their nom-
inations through the Senate on the last
day before the recess, the same day that
their selections were announced. That ef-
fort was aborted and a hearing will be held-
but the impression of coziness and myopia
remains.

*Qft now up to the President and the
Sf ,r of the House to set a constructive
staidard by making nominations that are
less parochial and more deserving of general
acclaim. The Congress has an obligation, too,
to make the confirmation process meaning-
ful. Mr. Meglen, Mrs. Aikens, and the four
others yet to be named should be questioned
extensively about their views on what is
wrong with the old system of campaign fi-
nance, their understanding of the new law
and the commission's responsibilities, and
the time they intend to devote to the job.
In the present climate, such scrutiny
would be almost routine for nominees to
any other regulatory post. It is doubly im-
portant in this case, given the necessity of
showing from the start that the new election
commission will not be the captive of any
party, individual or interest group.

PROJECT INDEPENDENCE-A PER-
SPECTIVE ON RESOURCES AND
COSTS

The SPEAKER pro tempore. Under a
_vious order of the House, the gentle-
_n from Idaho (Mr. HANSEN) is recog-

nized for 30 minutes.
Mr. HANSEN of Idaho. Mr. Speaker,

Project Independence is a goal that re-
quires further examination before a mis-
guided sense of patriotism and nostalgia
for the good old days propels us into
programs that may not be economically
viable and energy productive. While the
raison d'etre of this national goal stems
from the realization of the serious eco-
nomic and political implications of con-
tinued, and increasing, reliance on im-
ported petroleum, the full meaning of
Project Independence is only beginning
to dawn on the public sector. Two ques-
tions that need to be answered are: How?
And at what cost?

Clear definition of how this national
goal is to be achieved has yet to be devel-
oped. Most scientific and economic ana-
lysts agree that we cannot achieve our
energy goals by 1980, the target date for
Project Independence. The costs of this
program-in price increases, taxes, Gov-
ernment spending, and environmental
damage-are even more difficult to cal-
culate-but have been projected as high
as $985 billion over the next 20 years.

Whatever the final methods and costs,
it is almost certain that Project Inde-
pendence will have the following impli-
cations:

First. Energy prices will stay high in-
definitely. Experts estimate that the
long-term price of gasoline will be about
65 cents per gallon at the pump. At a
5-percent inflation rate, this could rise
to over $1 a gallon in a decade. Plans to
deregulate natural gas prices and remove
controls on other fuels indicate higher
utility bills in the years ahead. Taxes are
being considered for high-energy-using
appliances, such as air conditioners and
heaters, and tax surcharges are contem-
plated on electrical power consumption.
Increases in fuel taxes, auto registration
and parking fees are also possible to curb
energy consumption.

Second. The Federal Government will
have to underwrite the energy effort in a
gigantic program of Federal subsidies,
price guarantees, and insurance against
economic failure. These incentives will be
necessary to coax energy investors into
pumping billions of dollars into devel-
oping unproved methods of producing
synthetic fuels from coal and oil shale.
The private sector has not involved it-
self in this type of energy program before,
because of initial high costs and market
uncertainty. The Commerce Department
has envisioned a program of price guar-
antees on specific amounts of synthetic
oil. This Government backing would en-
able an energy investor to obtain funds
in private financial markets. Of course,
this arrangement could also cost a great
deal of money. For instance, an output of
4.1 million barrels a day is anticipated
for 1982. If the Government guaranteed a
price of $9 a barrel, and the going price
of oil is $6 a barrel, the Government
would pay the $3 difference. At this pro-
duction rate, it would cost the taxpayers
$12.3 million a day. The Department of
Commerce has developed a "worst case
projection" that envisions a price sup-
port level of $5. This would cost the tax-
payers $98.1 billion over a 14-year period.
If the price of oil goes high enough, these
price guarantees may not be necessary-
but stop to consider the enormous cost iif
Government support is required.

Third. In order to protect our develop-
ing energy industry, tariff walls would
have to be erected against the possibility
of cheaper imports. We might find our-
selves looking at the rest of the world
paying $4 a barrel for oil while we have
to pay $6 a barrel for our domestic pro-
duction. And might not tariff barriers be
adopted by other countries against our
products, using the same protectionist
rationale? If the price of oil should
plummet due to a withdrawal of the
United States from the international oil
market, will the rest of the world bene-
fit while we continue to pay high prices?

Fourth. The environmental costs of
Project Independence are too large to
be ignored. A 60-percent increase in coal
production portends large scale strip
mining, especially in the Western States.
Drilling for oil on the Continental Shelf
might result in damage to these beaches
the east and west coasts. Will a regional
rift develop between residents of States
bearing the environmental brunt of
Project Independence and the residents

of those States who only consume en-
ergy? What will be the final cost, in
lives and dollars, of burning high sulfur
coal?

Are we abandoning economies, con-
servation, and good sense in pursuit of a
goal whose achievement is questionable
under the present time frame? Do we
really treasure energy self-sufficiency
over all other considerations? Or would
it be more prudent to advocate an in-
creased level of sufficiency that would
not forego a sensible level of fuel imports
from friendly nations-a level of self-
sufficiency that would absorb the effects
of an import reduction or cutoff without
undue economic disruption? Would it
not be more sensible to call for an in-
creased national energy conservation ef-
fort rather than pulling out all the stops
in favor of increased energy production
at any cost? Should we not take the time
to carefully analyze the net energy gains
that might be realized from the various
energy programs that have been pro-
posed?

The implications I envisage from Proj-
ect Independence portend an era of very
high costs to the American consumer,
substantial environmental damage and a
return to a gloomy and dangerous trend
of protectionism. Let us examine our
available and potential energy resources
in light of these considerations.

OIL

The total oil heritage of the United
States-including Alaska-is about 200
billion barrels. of this total, about 50
percent has been recovered and burned;
another 30 percent has not yet been
pumped from the oilfields; -and 20 per-
cent is presumed to exist, somewhere. If
we were to rely solely on our own re-
serves, our oil would last for 20 years at
the 1970 consumpion rate of 5.4 billion
barrels annually. Actually, our consump-
tion level has already surpassed this
level and continues to spiral upward. All
of the free nations of the world consume
14.6 billion barrels of oil per year. With
a total free world reserve of 550 billion
barrels of proved reserves, the lifespan of
oil for our free world economies would
be 35 years.

The Alaskan oil find represents about
20 billion barrels. If we relied on it for
our entire oil needs, it would last 4 years,
based on 1970 consumption levels. At the
most opitmistic estimates of recoverable
oil-30 to 50 billion barrels-it should
last 6 to 10 years. Increased oil pro-
duction is a very short term answer to
our energy problem. Even if more oil
reserves are discovered, It seems to be an
inexorable law that consumption rises
to meet supply of energy available, and
additional finds will at best provide only
a small additional measure of short-term
relief.

NAIERAL GAS

We face an immediate gas shortage
over the next two decades that can only
be met by increased imports of decreased
consumption. From the total estimated
world resources of gas and from con-
sumption trends, a natural gas life-span
of two to three decades can be projected
for the United States. Estimates of our
gas heritage range from 1,000 trillion
cubic feet to 2,000 trillion cubic feet.
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Using an average of 1,400 trillion cubic
feet as our initial gas legacy, we have
consumed 400 trillion cubic feet. Of the
1,000 trillion cubic feet remaining, three.
fourths have yet to be discovered. B:
1975 our "gas gap" will amount to 5 trilI
lion cubic feet, or a 20-percent shortage
As far as gas imports are concerned
one of our primary suppliers, Algeria, ha:
recently announced her intention to in.
crease natural gas prices by as much as
986 percent over the next few years. An-
other possible source is Russia, whos(
gas resources of 3,000 trillion cubic feel
surpass our own. There are question.
that attend this possibility, such as wh¢
will pay for this venture, and what will
the cost of gas be? Estimates indicate
that we might be paying $1 billion an-
nually for only 4 percent of our gas
needs. The obvious political implications
of increasing reliance on Russian natural
gas are also too compelling to be ig-
nored.

Some suggestions have been made re-
garding nuclear stimulation of natural
gas deposits. One such project, Project
Gas Buggy, involved the underground ex-
plosion of a 29-kiloton atomic device, and
yielded 300 million cubic feet of gas in
1 year. At our 1970 consumption rate of
23 trillion cubic feet, we would need 7,000
such detonations per year to keep up
with demand for gas. To stimulate our
gas fields for 10 years would require 19
explosions per day. The technical and
scientific manpower and uranium re-
sources expended in such a project can-
not be justified to increase the lifespan of
our gas reserves by 20 to 30 percent when
we need to deploy this talent and re-
source into nuclear fission and nuclear
fusion programs which hold the ultimate
answer to our energy problems. How-
ever, it would be wise to perfect this
technique for use as a possible future
option, should conditions so require.

COAL
Coal, the giant of our fossil fuels can

be considered as our only viable substi.
tute for oil and gas for short and inter-
mediate term needs.

Our total estimated coal reserve is 1.5
trillion tons, which includes coal dis-
covered and not yet mined plus that pre-
sumed to exist. Our 1970 coal consump-
tion rate was 600 million tons. If used
solely for energy, this reserve would last
for 700 years at the 1970 rate of con-
sumption. However, it is likely that much
of our coal will be used in the produc-
tion of synthetic oil and gas, and its life
expectancy would then drop to 250 years.
If used solely as a source of chemicals
for conversion to proteins and plastics,
it could last as long as 100,000 to 150,000
years.

Synthetic fuel technology is in itself a
highly complex problem and one thatdoes not appear likely to meet our fuel
needs for some time. The National Pe-
troleum Council estimates that by 1985
we could have 26 synthetic fuel plants in
operation, with a combined production
of 2.3 trillion cubic feet of gas pQe year.
By 1985, our present gas needs of 23 tril-
lion cubic feet will have doubled, so the
synthetic gas production will only fill 5

c percent of our annual gas needs. We
e could close the gas gap by a capital out.
ae lay of $25 billion by 1985 that woulc
- produce synthetic gas to equal projected
v imports. Estimates to fill all of our ga!
- needs range over $110 billion. To fill our

doubled gas needs of 46 trillion cubic feel
by 1985, we would need 500 plants of 90

s billion cubic feet per year capacity.
At present, 50 percent of coal, 17 per-

s cent of natural gas and 13 percent of
petroleum are employed for the genera-
tion of electricity. The question has been
raised whether the utilization of coal
alone for electrical generation would
reduce the need for synthetic fuels and
close the energy gap. Unfortunately, theprojected petroleum demand of 6 billion
barrels per year and the projected gas
gap of 13 trillion cubic feet by the mid-
1980's would mean that coal could only
fill 17 percent of the oil gap and 29 per-
cent of the gas gap.

One of the frequent criticisms of in-
creased use of coal for electrical genera-
tion has been its classification as a
"dirty" fuel. Two new processes might go
a long way toward solving this problem.
One Process involves magnetohydrody-
namics-MHD-a technique pioneered
by the Soviet Union for the combustion
of powdered coal with other additives so
that the resulting "torch" effect can be
used to generate electricity directly.
Another possibility for clean coal com-
bustion lies in the fluidized bed combus-
tion in which powdered coal and other
chemicals, along with air, are Injected
into a molten bed of iron. The iron acts
as the heat transfer medium to generate
steam to produce electricity.

Despite obvious drawbacks, it appears
that coal alone holds the possibility for
filling our short- and intermediate-term
energy needs.

on sHals

We should not overestimate the poten-
tial of oil shale to solve our energy prob-
lems. The energy required for processing
is greater than the energy obtained from
the oil in about 99 percent of all 6il
shales. Most shales-99.2 percent-hold
about 25 gallons or less of potential oil
per ton of shale. Additionally, although
the hydrocarbon content of all shale is
estimated at 1,000 trillion barrels, only
one part in 10,000 is recoverable, and oil
from shale may add only another 10 per-
cent to mans' oil reserves. In a February
26, 1974, statement before the House In-
terior Subcommittee on Mines and Min-
ing on the prototype oil shale program,
Interior Secretary Rogers Morton stated
that "oil shale belongs in the future." He
reiterated that it will be several years
before we will even know the feasibility
of commercial oil shale production in
terms of economy and technology. Testi-
mony by Gulf and Standard Oil Co. ex-
perts acknowledged that actual produc-
tion of the shale would be unfeasible
until 1980-82, with an approximate
agreed-upon price of $10 per barrel. The
proposed in situ process was viewed as
being commercially impractical until at
least 1980; this method would have the
least environmental impact but presents
significant technological challenges. Be-
cause of its potential, however, there is
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e need for accelerated researchand de-

velopment of the various in situ
processes.

The disposal of spent shale and hvater
s problems continue to loom as major

problems in the development of oil sha.s
technology. Clearly, our total answer to
the energy gap does not lie buried in the
Rockies.

SOLAR ENERGY

Solar energy, the bright hope of the
- future, is currently a giant beyond reach.

Solar radiation reaching the Earth is
30,000 times the present industrial Power
employed by man-6 trillion watts. If
our creative talent and technological
skills could harness this potential Power
our energy resources would last as long
as the Sun continued to shine. Despite
its abundance, solar energy has not been
exploited except in a limited way in
water heaters, furnaces, and space appli-
cations. Widespread commercial use is
not practical at the present time, but
systems for heating and cooling or for
limited generation of electricity could
be built now. For home heating and cool-
ing purposes, cost is the prohibitive.y
tor. but this situation could
dramatically with a steady increasin
the price of fossil fuels. The generation
of electricity from solar energy is a more
difficult challenge, and there are conflict-
ing ideas about the best approach to the
problem. Some engineers believe that
small generating units located where the
electricity is to be consumed are the ideal
way to utilize this resource, rather than
building solar thermal facilities modeled
on existing central power stations. Ad-
ditionally, the problem of nighttime
storage of energy remains to be com-
pletely solved, as does the problem of
locating solar panels in space. The energy
required to launch these panels into
space orbit, and the possible adverse ef-
fects of micrometeorities on solar panels
remain unanswered problems. Scientific
projections now indicate a 5- to 20-year
leadtime for solar heating and cooling,
and projected electrical generation from
solar sources is more than 20 years awO

GEOTHERMAL _L
Considering the heat of the Earth as

an energy bank, it is about 100,000 times
that of all fossil fuels. Although the total
geothermal potential is great, only a
small portion of this is accessible. This
fraction that could be effectively har-
nessed for energy needs constitutes about
1 percent of present world energy needs.
There are several plans to tap geothermal
energy now in preparation. Scientists at
Los Alamos are advocating a technique
known as hydraulic fracturing-where
water pumped down a. well under very
high pressure is used to fracture under-
ground rocks and create a heat cavity.
Using this technique, each well could be
converted into a 100-megawatt power-
plant with a lifespan of 30 years. There
are several dimensions to be noted in this
proposal, however. Using a 3-percent per
year turnover rate In powerplant reloca-
tion, derived from the life expectancy of
30 years, we would need to have 750 such
plants by 1985 to supply just 10 percent
of our power needs, projected at 750 bil-
lion watts, Geothermal energy research


